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_______________ Editorially Speaking-------- -------------The Joint Annual Meeting scheduled for
October 13-15 at the Hotel Jefferson in St.
Louis is one of the most important in the
annals of AWSCPA and ASWA. Foremost
on the agenda is the adoption of completely
revised By-laws of both societies. Proposed
by-laws to be presented by the special com
mittees appointed for that purpose, with Mrs.
Ida S. Broo of Indianapolis as chairman of the
AWSCPA committee and Betty Jean Lucas of
Spokane as chairman of the ASWA committee,
are the result of extensive study and careful
consideration of the needs of the rapidly ex
panding. Societies, and it is felt that they will
contribute much to their further growth and
development.
As a special feature of the Saturday morning
meeting, a panel discussion on Chanter Activi
ties will be presented with Dorothy Jane Miller
of Spokane, newly elected president of ASWA,
as leader. Panel speakers include Vera Jean
Bobsene of Los Angeles on Building and Main
taining Membership, Frances Sadauskas of Chi
cago on Programs for Meetings, Evelyn Forsyth
of Detroit on Co-operation with National Or

ganization, Marjorie Mitchell of Detroit on
Public Relations, and Ida S. Broo of Indianapo
lis on Future Developments of ASWA. Such a
program should prove to be of immeasureable
benefit to the well established chapters as well
as to those recently organized or in process of
organization, bringing as it will a variety of
ideas for the handling of today’s problems in
chapter administration.
Miss Alberta R. Crary, head of the firm
Alberta R. Crary and Associates, of Whittier,
California, who has ably served as tax editor for
The Woman CPA during the past year, will
be the principal speaker at the banquet on
Saturday evening, October 14. Some very in
teresting comments on current and postwar
tax problems may be expected in her talk.
There is no greater problem confronting the
American public today than that of taxes—
income and excess profits taxes of today and
proposed postwar plans. Much of the security
of the economic structure of our country de
pends upon the adoption of a sound and prac
tical tax plan for the postwar period.

One of the most widely discussed postwar
tax plans to date is "A Postwar Federal Tax
Plan for High Employment,” proposed by the
Research Committee of the Committee for
Economic Development. A comprehensive con
densation of the plan is presented by the Tax
Editor as her contribution for this issue. It
merits the careful consideration of the com
bined membership of both Societies.

In preparation for the Sixth War Loan, the
Women’s Section, ar Finance Division, is
launching a "Pin Money Bond” promotion,
aimed at pre-drive saving among housewives
and women of moderate means.
Women’s organizations will be essential ele
ments in the success of this promotion and
each chapter president is urged to secure mate
rial from their War Finance Chairmen in order
to carry out the program within their chapters.
It is estimated that if each of the 40 million
women in the U.S.A. saved enough for just one
$25.00 Pin Money Bond by the Sixth War Loan
Drive (and many could do more), the total
wouldl be 750 million dollars.
If 90% of our chapters win the citation from
their respective State War Finance Chapters,
awarded to units achieving a record of 90%
of membership participation in the "Pin Money
Bond” program, the national organizations will
be entitled to a citation from the U. S. Treas
ury Department.
Can we as a national organization afford to
do any less to back up the gallant soldier who
is upto his neck, too, but carries courageously
on?
Interesting news comes from Cleveland of
an ASWA chapter being in process of forma
tion there under supervision of Marion A Frye,
C.P.A. She reports that the idea of a chapter
has met with unusual interest and enthusiasm
and that following a tea to be given on October
7 in the Rose Room of the Cleveland Hotel
there will be definite information which she
expects to present in person at the annual meet
ing in St. Louis.
Congratulations to Miss Frye and best wishes
to the new chapter!

Jane E. Goode, C.P.A., retiring president of
the American Society of Women Accountants,
figures prominently in Careers for Women in
Banking and Finance1, a new book in which
[4]

the author, Dorcas Campbell of New York
City, sketches briefly some of the more out
standing careers of women today in various
fields of finance and includes a generous amount
of comments of those women on the philoso
phies and efforts that contributed most toward
their success.
Beginning her remarks by answering the
often encountered question of why women
CPAs should have an organization separate and
apart from the men, Miss Goode is quoted:
"To be sure the 150 eligible women2 in the
United States might join the 17,000 men, but
wouldn’t they lose their chance at building an
effective organization aimed at furthering op
portunities for women?
"Some women feel it is unwise to have sepa
rate professional organizations; that it is better
to join the men when we can and hope for
recognition that way. My own opinion is we
should most certainly join such groups and be
active if permitted. But progress for women,
generally, will be faster if the few who have
arrived will pool their strength to improve their
opportunities and whittle the difficulties for
the newcomers. A little wisdom in handling
such organizations would eventually eliminate
the need for having them.”
She brings to the attention of the readers
the organization of the American Woman’s So
ciety of Certified Public Accountants and later
that of the American Society of Women Ac
countants, sponsored by the CPA group for
women who are not certified but who are seri
ously interested in accounting as a means of
encouraging women accountants to seek higher
attainments and of furthering their oppor
tunities.
Another woman certified public accountant
featured in the book is Mrs. Vera Walton
Rhine, Vice President of the Morris Plan Bank
of Washington, D. C., who relates how "no
particular talent” was developed into a suc
cessful and colorful career.
Miss Campbell, the author, is one of the out
standing bank women of the country, being
an officer of the East River Savings Bank, New
York City. In Careers for Women in Banking
and Finance she has presented an interesting
study of women today in the field of finance
and many .worthwhile hints for those who as
pire to careers in any field.
1E. P. Dutton & Co., Inc.,
N. Y.—$2.75.
2Now approximately 250.

300 4th

Ave., New York
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Coast - to - Coast
HELOISE BROWN,

ATLANTA
Atlanta Chapter held its first regular monthly
meeting on Tuesday evening, September 12,
at the Atlanta Athletic Club. After the in
stallation of officers, George B. Hamilton,
Treasurer of the State of Georgia, delivered
an exceptionally fine talk on the accounting
profession which was quite an inspiration to
the membership of the new organization. Mrs.
Hamilton was a special guest on that occasion.
At the October meeting, to be held on the
10th at the Atlanta Athletic Club, Allen
Clapp, prominent attorney specializing in tax
matters, will speak on recent changes in indi
vidual income tax laws.
The chapter will be represented at the an
nual meeting in St. Louis by Susie Sudderth,
Marjorie P. Amandola, Elizabeth Kress and
Ethleen Lasseter.

CHICAGO
The Chicago Chapter of ASWA held the
initial dinner meeting of their new year at the
Central Y.M.C.A. Restaurant September 19th.
Following the dinner, a business meeting was
held with a discussion of the plans of the chap
ter for the coming year. In order to have suffi
cient time to discuss various matters that were
of importance to the entire chapter, there was
no outside speaker for the meeting.

GRAND RAPIDS
Mr. George E. Howald will be the speaker
at the October meeting of this chapter. Mr.
Howald will speak on International Business
Machines with a full discussion of their use in
general accountancy.
Those planning on attending the joint an
nual meeting of American Woman’s Society of
Certified Public Accountants and American
Society of Women Accountants in St. Louis
are Angie Loosenort, Gertrude DeKlein, Julia
Norse, Paula Reinisch, Dorothy Rothfuss,
Marie Van Vliet, Emma Hey, and Evelyn
Forsyth.

LOS ANGELES
Judge May D. Lahey was the speaker at the
September meeting of the Los Angeles Chap
ter. The discussion on The Background of
Women in the Legal Profession was a very in
teresting one and a subject which is closely
allied to the accounting profession.
The Los Angeles Chapter recently had as a
speaker at one of their dinner meetings, Mr.
Russell S. Bock, Certified Public Accountant

C.P.A., Houston, Texas

with the firm of Ernst & Ernst and a past in
structor of taxation at the University of South
ern California. Mr. Bock discussed the 1944
Revenue Act as it affects individuals—point
ing out the changes between the present and
old law.

SAN FRANCISCO

Women in Accounting was the subject
chosen by Mr. James Hammond at the August
meeting of the San Francisco Chapter. Mr.
Hammond, who is connected with Skinner and
Hammond in San Francisco, warned those
present of the problems that women in the
accounting profession still must conquer. He
also praised the progress made by women dur
ing the past decade. Forty-eight members were
present at this dinner meeting at Hellwig’s
Restaurant.
Lt. David Dodge, United States Naval
Liaison Officer, Cost Inspector, was the very
interesting speaker at the meeting held Sep
tember 20th. Lt. Dodge discussed War Re
negotiation and Termination—an address which
was of particular interest to the many mem
bers of the San Francisco Chapter that are
employed by firms handling government con
tracts.

SEATTLE
Remington-Rand, Inc., was host to the
Seattle Chapter of ASWA in August. After a
short business meeting, those present were given
an interesting demonstration of the new busi
ness machines at the showrooms of the local
Remington-Rand office.
Barbara Bateman, First Vice-President of
the Spokane Chapter of the American Society
of Women Accountants, recently visited with
the Seattle Chapter and was a guest at an im
promptu luncheon planned for the occasion.
ASWA extends heartiest congratulations to
Doris C. Thornton—newest member in the
Seattle Chapter.

SPOKANE
In response to many requests from the mem
bers of the Spokane Chapter, Mr. C. C. Rowan
recently spoke to this chapter on the Wage
and Hour Law. Mr. Rowan, one of Spokane’s
most outstanding attorneys, discussed many
legal aspects of this law.
At the meeting held September 15th at the
Desert Hotel, the entire meeting was devoted
to the revision of the Chapter Constitution and
By-Laws.
[5]

Mrs. Hazel Johnson Skog, C.P.A., newly elected president of
AWSCPA, was the founder and first president of Spokane Chapter
In 1941 she was elected Director of AWSCPA and in 1942
second vice-president from which she has advanced to the presidency.

Since 1929 she has been connected with the Keystone Frame and
Manufacturing Company in Spokane where her responsibilities in
clude not only accounting, cost and tax work, but traffic, securing
of allocation for raw materials, and many other problems the manu
facturer selling in inter-state commerce faces today.

Among her hobbies, photography and cooking vie for first place.
The former she shares with her husband and their greatest ambition
is a trip around the world which is to be recorded with their cameras.
From her mother she inherited the art of preparing famous Swedish
dishes which makes an invitation to her home an eagerly sought
favor.
Mrs. Skog is also a member of the Washington Society of Certified
Public Accountants, being Secretary-Treasurer of Spokane Chapter,
and of the Soroptimist Club.

The Presidents Message
_______________ AWSCPA_______
Cooperation is an asset that any organization
must have for success—and what a priceless as
set it is! Yet, it cannot be forced and it cannot
be bought. It must be given freely and willingly
from a membership working together to attain
a common purpose. And what can the AWSCPA
attain with the cooperation of its membership?

We can, first of all, in turn cooperate with
other professional organizations whose energies
are being devoted, and will continue to be ex
pended during the Post-War Era toward solving
many of the economic problems brought about
by war.

we use our talents to attain just one purpose
and then stop, they shrivel and in time are
worthless to us. On the other hand, if we give
of our talents freely, they grow; the more free
ly we give of our time and energies in promoting
our accounting profession, the more of our tal
ent of accounting ability we have left for our
own enjoyment and success. In my church we
sing as an offertory response "All that I have is
Thine alone, A Trust, O Lord, from Thee.” if
that is true of our money, how much more true
it is of our talents—our time?

Secondly, we can lend encouragement to one
another, continually improve our knowledge of
the business world in which we are working, and
we can have a part in maintaining the dignity
of the profession in which we practice.

The part that the facts, figures and analyses
of our accounting profession will have upon the
health, happiness and financial security of busi
ness, professional and laboring people during the
Post-War Era will depend largely upon whether
or not we are big enough to acknowledge and
see our responsibilities.

Third, and not least of all, we may help pass
the first two benefits of membership to those
women who have an interest in our profession.
Every CPA has the talent of a mentality
capable of passing the CPA examination. How
wise God has been in giving us our talents? If

As women accountants, let us be ready for
whatever responsibilities are placed upon us—
let us remember that through cooperation with
our professional organizations—local, state and
national—we may increasingly make ourselves
more worth-while members of our profession.

[6]

Miss Dorothy Jane Miller, newly elected president of ASWA, is a
charter member of Spokane Chapter, which she served as its second
president, and has to her credit also a long record of service to the
national organization. During 1940-41 she was a member of the na
tional Board of Directors during which time she was instrumental
in the organization and development of several chapters.

Born in Spokane and educated in the Northwest, Miss Miller was
office manager for local concerns for twelve years before entering
public accounting. At present she is a member of the staff of Le
Master & Daniels, prominent firm of certified public accountants of
Spokane. Her current ambition is to attain her C.P.A. certificate
which she hopes to do at an early date.
In private life she is Mrs. Dorothy Miller Mimnaugh and the
mother of two fine sons, age 17 and 16. Being a real westerner she,
together with her sons, takes an active part in the sports of the
Northwest, golfing, fishing, bowling, skiing, skating, riding, swim
ming and boating. At present she is president of the Western
Women’s Bowling Congress.

The Presidents Message
________________ ASWA_________
It is with a feeling of great pride and deep
appreciation that I accept the office of president
of the American Society of Women Account
ants for the year 1944-45. I take this office with
an understanding of the duties required of me
and I will make every effort to bring to you the
quality of administration we have grown ac
customed to enjoy.

It is well that we should at this time take a
look into the future and attempt to find what
our responsibilities will be toward our chosen
profession. We all realize, of course, that the
changing conditions have brought us face to
face with many complex problems and from all
indications we can expect still further compli
cations in the field of accounting. It is with this
thought in mind that I would like to impress
upon all women accountants that they make
their experience and knowledge available to the
aspiring girl who wishes to become one of us.
There are a number of reasons we should do
this, but it is necessary only to think of our own
success and do this for the benefit of our pro

fession, as any assistance we are willing to give
in time to come will reflect itself in our growth
and demand.
As a result of changing conditions we must
strive at all times to be alert and this can best
be accomplished through constant application
and intensive study. We have chosen this pro
fession and have qualified ourselves to be of
service to all clients who may require our
knowledge. It is certainly most fitting that we
should not rest on our laurels but work for the
future that is unfolding directly in our path
for we have just begun to impress the business
world of the vital position women accountants
will have in the postwar period.
To borrow a phrase from Abraham Lincoln’s
Gettysburg Address, "The world will little note
nor long remember what we say here but they
will never forget what we did here,” can well
be put into use by all women accountants, be
cause it is not so much what we say but what
we do that will take us to the future toward
which we are striving.

[7]

Tax News

______

ALBERTA R. CRARY, Whittier, California

Postwar tax plans are being discussed by va
rious groups. Of the plans advanced, the one
most widely commented on is, "A Postwar Fed
eral Tax Plan for High Employment,” proposed
by the Research Committee of the Committee
for Economic Development .
The Committee for Economic Development is
a nation-wide organization whose purpose is to
develop a postwar world in which private busi
ness and free enterprise may be encouraged to
the greatest possible degree for full production
and high employment. Studies are being made of
natural resources, manufacturing and processing
facilities, new products, new markets, distribu
tion, employment, and the laws affecting these
factors. The Postwar Tax Plan was authorized
under a goup of research studies under the head
of "Taxation and Business—Studies of incen
tives for business enterprise and the impact of
taxation on these incentives.” Harold Groves,
Professor of Economics of the University of
Wisconsin, headed the group to study postwar
federal tax revision. "A Postwar Federal Tax
Plan for High Employment” is the result of the
research of Professor Groves and his committee.
A copy of the plan, a book of forty-eight pages
may be obtained from your local office of the
Committee for Economic Development.
The Plan is presented briefly here without
editorial comment. Accountants will be con
cerned with any tax revision that may be made.
Practicing tax accountants should assume per
sonal responsibility for acquainting themselves
with proposed plans for tax revision, as one or
more such plans will find the way to House
Ways and Means Committee to be incorporated
in a revenue act. Objectionable plans should
have our opposition expressed to our Congress
men and Senators, and constructive legislation
should merit our endorsement in the same
manner.
An outline of "A POSTWAR FEDERAL
TAX PLAN FOR HIGH EMPLOYMENT”
follows:
I. Taxes can be reduced, but will be high
as compared to peacetime level.
Though every economy in expenditures
may be used, federal taxation will remain
at a level that would not have been
thought possible in pre-war years.
Total federal expenditures may be esti
mated between sixteen billion and eigh
teen billion dollars per year after the war.
[8 ]

This figure will not include Social Se
curity payments, or debt retirement. The
lower figure is 2.5 times—the higher al
most 3 times—the highest revenue raised
in a single year before the war.
Reasons for high expenditures after the
war:
1. Interest on huge federal indebtedness.
2. Larger military forces—Navy, Army
and Airforce.
3. Veteran compensation and benefits.
4. New international obligations to
maintain the peace.
5. Added costs for Social Security Pro
gram.
6. High cost of government, which will
be as costly as before the war.
To raise money necessary to meet such
expenditures, the average cost per family
of four in the postwar period will be
$512.
Compare this figure with the average for
the same family group in other years:
1929 — $132, 1933 — $68, and 1940 —
$156.
II. The Major Objectives of the Plan
It is recommended that to meet this tax
burden the overhaul of our tax system is
necessary. The purpose which must be
kept in mind—to lessen the depressing
effect of taxation upon producticn and
employment. The method of taxation
chosen may mean jobs or no jobs for mil
lions.
The three broad objectives to be kept in
mind in any tax plan are:
1. The tax system should restrict expan
sion of production and employment
as little as possible. New business
should be encouraged, and there should
be the incentive for every man to
make his business grow. To do so will
create more jobs. The personal income
tax should not discourage exceptional
abilities, thrift, and ambition. Taxes
should leave as much money in the
hands of consumers as possible so that
by greater buying power, the market
for goods and labor will be expanded.
2. Taxes should be levied equitably on
all persons in like circumstances. All
persons except those on subsistance
levels should be contributing directly

to the support of government.
3. Taxes must be adequate. Monies col
lected in taxes should be administered
economically, and sufficient money
should be collected in taxes to meet
expenditures. If current expenditures
are met with current income, confi
dence in the safety of investments in
federal investments will be maintained.
Postwar employment must be the prime
consideration. It is estimated that seven
to ten million more jobs are necessary in
private business than were in existence in
1940, and new postwar jobs must be
created speedily. Employment and the
taxes are closely related. Present tax laws
would be repressive to employment.
III. General Outline of the Plan
For the proposed tax program, the follow
ing five conclusions by the Committee
are offered:
1. Graduated personal income tax is to
provide at least half total federal rev
enue. New rates to provide relief from
present laws to all taxpayers.
2. Excise and sales taxes should be elim
inated as nearly as possible.
3. Taxes on business operations should
be reduced.
4. Inequities of present tax structure
should be removed.
5. Taxes should be heavy enough to meet
current expenditures and stop increase
in federal debt.
IV. Reasons for Personal Income Tax Pro
posals.
The Committee offers three reasons why
not less than one-half total federal in
come should come from personal income
taxes:
1. Personal income taxes are less of a
check on production and employment
than are corporation taxes, excise tax
and sales taxes. Tax rates on upper
income groups should be low enough
to encourage risk taking. Rates in the
lower brackets should not be so high
that spending would be curtailed.
2. The personal income tax is the only
tax that can be levied according to
taxpayers’ ability to pay.
3. Taxpayer should pay his share of taxes
directly and not indirectly in sales
and excise taxes, corporation or trans
action taxes. The hidden taxes do not
lighten the tax burden, because all
such taxes are ultimately paid by the

individual.
4. Under the proposed plan, forty mil
lion taxpayers would be paying di
rectly to the government. The premise
is that taxpayers would insist on econ
omy and efficiency in government.
V. Specific Recommendations.
1. Taxes on Individual Incomes.
A. Personal Exemptions should be
raised by eliminating 3 % Normal
Tax, which allows no credit for
dependents. Surtax exemption of
$500 for each taxpayer and de
pendent should be retained.
B. The present combined tax of 23%
for the lowest bracket of taxable
income should be replaced by a
single standard tax of 16 to 20
percent, depending on revenue re
quirements.
C. Tax rates on incomes above lowest
bracket should be substantially re
duced throughout the range. By
eliminating the 3% Normal Tax,
the national income exempted
from taxation would be increased
by about twenty seven billions at
present levels of national income.
The taxes paid would be lessened
by about two and one-half mil
lions. Four fifths of this relief
would be to families with less than
$5,000 incomes.
D. Double taxation of dividend in
come should be eliminated. The
taxpayer now has dividend taxed
when reported as corporation in
come and again when received by
him. If corporation income taxes
were materially cut, and taxes lev
ied on individuals only, it would
encourage more people into in
vesting capital in productive en
terprise.
E. Discrimination against taxpayers
with irregular earnings should be
removed so far as possible, through
equalizing tax burdens by means
of some income-averaging device.
Unincorporated businessmen, wage
earners, farmers and professional
persons would derive greatest ben
efit from this change.
F. Income from all future security
issues by state and local governContinued on next page
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________ What’s New in Reading
ALMA E. RASMUSSEN, C.P.A., Chicago, Illinois

Corporate Dividends—by Donald Kehl.
Publisher — Ronald Press — Price $7.50 — 367
pages.
A handbook in which the reader will find
"Definition of Fund Available for Dividends;”
"Computation of Fund Available under Balance
Sheet Surplus Test;” "Computation of Fund
Available under Net Profits Statutes;” "Federal
Income Tax on Dividends;” in addition to other
aspects of this subject, which has assumed in
creasing importance in each new income tax
law, as well as in present and post-war plans
for reconversion.
Corporation and Manufacturing Accounting—
by H. A. Finney
Publisher—Prentice-Hall — Price $5.35 — 534
pages.
Written primarily for corporation executives
who have had little or no formal accounting
training, the accountant can find much val
uable information in its twenty-eight chapters.
It will be helpful in preparing data from the
viewpoint of the executive who is to use them
rather than from the sometimes too technical
viewpoint of the trained accountant.

Corporate Executives’ Compensation—by
George Thomas Washington
Publisher — Ronald Press — Price $7.00 — 519
pages.
Covers various forms of compensation and
their comparative merits from income tax and
other angles, as applied to the corporation and
to the executive.

Excess Profits Tax Relief—by Hugh C.
Bickford.
Publisher—Prentice-Hall—Price $7.50.
A new book, the first chapter of which gives
a "History of Excess Profits Taxes and Relief
Provisions Here and Abroad.” Chapters 2 and 3
are devoted to a detailed explanation of "Nature
of Relief” and "Manner of Computing Relief”
under Section 722, while chapters 4 and 8 cover
sections 722(b) (1) to (5) inclusive. Chapter
9 covers Section 722(c), and chapter 10 "Pro
cedure Under Code.” A useful book to follow in
the assembling of data to be used in applications
for relief under this important section of the
Internal Revenue Code.

Tax News—-Continued

ments should be made fully taxa
ble.
G. Present treatment of capital gains
and losses should be retained until
reductions in corporate and per
sonal income taxes have been ef
fected, and averaging income over
a period is permitted. If and when
this occurs, capital gains should be
fully taxable, and full deduction
of capital losses should be permit
ted. Under such circumstances,
capital gains and losses should be
recognized at transfer by gift or
death.
H. There should be rigorous enforce
ments to prevent under-reporting
at all income levels and in all oc
cupations.
2.
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Excise Taxes
All excise taxes should be repealed
with exception of those on liquor, to
bacco (perhaps on gasoline, if need
ed), and other taxes levied on social
and regulatory purposes.

3.

Taxes on Business
A. Present corporate income taxes
should be replaced by a single tax
at a flat rate, the same as the pro
posed standard rate of 16 to 20
percent for individual incomes.
B. The excess-profits tax should be
repealed.
C. The "declared-value capital stock
excess-profits tax” should be re
pealed.
D. Present taxation of personal hold
ing companies should be retained,
as well as the existing provisions
which penalize unreasonable ac
cumulation of earnings.
E. Both corporate and non-corporate
businesses should be allowed to
carry forward losses from business
operations to apply against subse
quent earnings for a period of six
years.
F. Both corporate and non-corporate
businesses should be permitted
greater latitude in making annual
allowances for depreciation.

Miss Susie Sudderth, as tax accountant for the Retail Credit Com
pany, is well qualified to present so important and timely a subject as
Employee Pensions. She has a B.S.C. degree from the Evening College
of the University System of Georgia and is a member of Delta Mu
Delta, national honorary commerce fraternity.

A comparatively newcomer to the ranks of ASWA, Miss Sudderth
is serving as the first president of the recently organized Atlanta
Chapter ASWA and with this further evidence of ability and a genu
ine interest in the work of the Society, gives promise of becoming
one of its outstanding members.

Employee Pensions
SUSIE SUDDERTH, Tax Accountant, Retail Credit Co., Atlanta, Ga.

The time, talent, brains, and downright in
genuity spent on the subject of employee pen
sions during the past two years probably ex
ceeds that spent on any business problem since
the first enactment of an income tax law. But
this subject has not been confined to the wor
ries of big business. The man on the street has
talked about and the comedian has joked about
it. That part of Section 23 (p) "Such contri
butions shall not be deductible under subsec
tion (a) but shall be deductible, if deductible
under subsection (a) without regard to this
subsection, under this subsection . . .” was even
quoted in the New Yorker for the humor of
its ambiguity. Most, however, missed its humor
in the maze of complications which it brought
down on their heads.
Employee pensions today is a many-sided
question: a prism. It is governed by a law en
acted and regulations formulated to close the
loophole that was inevitable with the sudden
increase in the scale of individual tax rates, and
the confiscatory excess profits taxes assessed
against corporations. But it was soon discov
ered that perhaps there was more to the law
and regulations than met the eye. The light
that came so clearly through the simple piece
of glass might be broken up into a variety of
interesting color patterns, some of them quite

pretty, by a slight turn of the wrist. It was
all in the knowing how.
While the whole idea of employee pensions
has grown with the development of our in
dustrial society, it has usually been approached
from the sociological standpoint. It was looked
upon with scorn by some who felt that busi
ness was not its brother’s keeper. A pension
was a nice reward for long and faithful service,
something like a pat on the head and a bone
for an old sheep dog; but such humanitarian
measures had no place in a practical world.
Surprisingly enough, this attitude was encour
aged by the labor unions. They did not favor
a paternalistic role for business, but reserved
this right to themselves. In their way of think
ing, a pension was simply deferred compensa
tion and they said let the employee receive his
full wage now and we will collect dues from
it and take care of him when he has passed his
period of productivity. It was another selling
point for membership in a union; and it has
only been in the last year or so that a union
has taken the opposite view and used employee
pensions in collective bargaining.
In 1935 came our first general social legis
lation with the enactment of the Federal Social
Security Act. This provided among other bene
fits, a form of old age pension which was to
[11]

be paid for in part by a fifty-fifty contribu
tion by the employer and the employee. There
were many who feared that employee pensions
would now become a political football. Fortu
nately, however, this has not been true. Though
there has been one general change in the basis
for computing benefits, changes are to .be ex
pected to keep provisions in conformity with
changing economic conditions.
After the passing of the Social Security Act,
however, employers everywhere seemed to give
more thought to private plans for pensions.
Employer-employee relations had been gaining
attention for some time, and this question of
retirement was a definite consideration. After
all, a pension can be the solution for removing
dead wood from an organization. To get rid
of such employees raises the standard of effici
ency and improves the morale. For the older
employees it gives a feeling of financial security
and leaves them free to concentrate on their
work. For the younger ones it stimulates their
efforts to know that promotions and advance
ment will be open to them through the retire
ment of the older employees. From an economic
standpoint it is sound. Personnel depreciates
just as much as machinery, and current opera
tions should reflect the cost of this depreci
ation through a reserve that will take care of
the worn-out employees.
The Federal Government has always recog
nized pensions to employees as an expense and
provision was made for it just as there has al
ways been a reasonable allowance for salary or
other compensation for personal services ac
tually rendered. So the employer could take as
an allowable deduction the expense of almost
any kind of pension plan which he might pro
vide for his employees. There were some regu
lations, but these were of a general nature,
such as the requirement that the pension cover
"some or all of the employees.” The Govern
ment was protected from excessive deductions
by business itself through the efforts of man
agement to show efficient operation and a good
profit for its stockholders.
Several years ago all of this was suddenly
changed. In the first place, the corporate in
come tax rate, and particularly the excess
profits tax rate, was stepped up so high that
the stockholder was getting only about 10c on
the dollar of the top bracket of income. Where
was there any incentive to curb costs? Co
inciding with this increase in taxes were the
increasing personnel problems that were par
ticularly the outgrowth of the war. Turn-over
[12]

alone had become so heavy that it was almost
destructive. Certainly something must be done.
Management was willing to pay anything to
obtain and keep employees. It was not even
hard to sell the stockholders since Uncle Sam
was paying 90% of the bill. But at this same
time individual rates were also stepped up so
that increased salaries seemed hardly the an
swer. These increased rates were not limited to
what was thought of as the high-salaried group
for it took only $14,000 net income to reach
the 50% tax bracket. Those with incomes over
$50,000 were paying about 75% in their top
bracket. And even the lowest income group
found themselves paying taxes they had never
dreamed of. It even reached the point with
them where overtime and additional work were
not desirable because taxes reduced the net re
turn so much. Then in October 1942 there
came the Salary Stabilization Act. This did not
literally freeze the salaries of all employees, but
it put a definite control on them and the rate
of increase was slowed down.
In view of all of these factors the pension
looked like the solution. The expense of the
pension could be taken by the employer as a
deduction during the period of high taxes; and
at the same time, benefits to employees would
be deferred and taxable to them in their years
of low income. It was a morale builder that
offered the employee something that nothing
else had, and this made it doubly welcome to
the employer right at this time.
The Administration, too, wanted the pen
sion; but some of its leaders recognized the
gapping pitfalls. They forsaw one thing in par
ticular and that was discrimination in favor
of stockholder-employees, officers, and the highsalaried key management group. Immediately
they set about preparing to meet this situation;
and the Revenue Act of 1942 and subsequent
Regulations 111 set up a tight control on em
ployee pensions.
No longer can a corporation operate on a
flexible policy of pensions molded to fit the
needs of individual employees. Section 23 (p)
says that contributions paid under a plan which
meets the requirements of certain parts of Sec
tion 165 regulating employees’ trusts may be
deductible to a certain limited extent. The
word plan is usually thought of as a general
word for a proposed method of action or pro
cedure; but from the provisions of Section 165
and the Treasury Regulations and Mimeo
graphs that have already been issued, the plan
in Section 23 (p) seems to mean a complete

blueprint. No specification may be omitted.
The Regulations claim that the law is con
cerned not so much with the form of the plan
as with its effect in operation. A trust set up
for an employer’s pension plan must meet the
requirement of Section 165, but the Regu
lations for this section state that a trust may
meet all of the provisions of these Regulations
and still be discriminatory in actual operation.
The plan must not leave anything to the ad
ministrators that will create even a possibility
of discrimination.
The term plan also implies something of a
permanent nature. This has led to much specu
lation as to what will happen when that pos
sible post-war depression hits business and the
weaker companies are forced to abandon their
expensive plans. If, as is threatened, past years
are opened and taxes collected retroactively, it
will upset our whole economic structure and
set us back many years in the stabilization we
are striving to maintain.
In order to be sure that pension plans meet
the requirements of Section 165, the Treasury
Department requires approval of each plan,
such approval to be obtained through the filing
of an affidavit as given in Section 10.23 (p)
(l)-2 of the Treasury Regulations. This ap
proval was first required by December 31, 1943,
but the time has been extended to December
31, 1944. This reviewing of plan for approval
placed a tremendous burden on the Treasury
Department. Early this year there were 4,000
plans stacked up to be reviewed. By July this
number had reached 6,000, and it is estimated
that by the end of the year there will be 10,000.
The Commissioner has recently announced
that Internal Revenue Agents in Charge in the
field have been given authority to determine
whether a plan adopted by ah employer satis
fies the requirements of the 1942 Act and
thereby entitles the employer to a deduction
on his income tax for his contribution to the
plan. Rulings by field agents are of course sub
ject to review in Washington, but the Com
missioner has promised that any reversals or
revisions will not be retroactive. This pro
cedure in administration of the pension regu
lations will be advantageous to corporations as
well as the Treasury Department as it will give
an opportunity for personal conferences be
tween employers and agents to iron out mis
understandings.
A plan in its simplest form should cover
requirements for membership before retire
ment, requirements for pension upon retire

ment, and the method of computing the pen
sion. In addition, it should cover whether or
not employees shall contribute and to what ex
tent, the vesting provision upon termination of
employment, and insurance benefits, if any that
are to be included in the plan. The question of
vesting provisions is especially important from
the standpoint of discrimination. Any set-up
that would allow an employee to work until
just before time to receive his pension and then
be dismissed and benefits accumulated for him
revert to others under the plan would certainly
leave open a possibility for discrimination.
To go back to Section 23 (p), that example
of double-talk where punction seems more im
portant than words, it is clarified in Regula
tions 111 which say, "A contribution to be
deductible under Section 23 (p) must be an
ordinary and necessary expense which would
be deductible under Section 23 (a) if it were
not for the fact that the statute specifically
provides that it shall be deductible under Sec
tion 23 (p) . .
In other words, it has to
meet the requirements of Section 23 (a) first
and then be deducted under Section 23 (p) if
it meets the requirements of that section also.
Section 23 (p) continues further to say that
if contributions are paid into a pension trust,
the trust must meet certain requirements of
Section 165; or if paid toward the purchase
of retirement annuities, such purchase must be
a part of a plan, which plan meets the require
ments of Section 165. Therefore Sections 23 (p)
and 165 must be considered hand in hand in
formulating a plan for employee pensions.
Section 165 deals actually with the tax
ability of Employees’ Trusts, but the provisions
that make the trust itself not taxable under
this section also make the employer’s contri
butions to it deductible under Section 23 (p).
Section 165 (a) (3) says that if the plan bene
fits either—"(A) 70 per centum or more of
all the employees, or 80 per centum or more
of all the employees who are eligible to benefit
under the plan if 70 per centum or more of
all the employees are eligible to benefit under
the plan . . .” exclusive of certain minimums,
or "(B) such employees as qualify under a
classification set up by the employer and found
by the Commissioner not to be discriminatory
in favor of employees who are officers, share
holders, persons whose principal duties consist
in supervising the work of other employees,
or highly compensated employees.”; and Sec
tion 165 (a) (5) states that "A classification
shall not be considered discriminatory within
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the meaning of paragraph (3) (B) or (4) of
this subsection merely because it excludes em
ployees the whole of whose remuneration con
stitutes wages under Section 1426 (a) (1) re
lating to the Federal Insurance Contributions
Act) ...”
The percentage provision of Section 165 (a)
(3) (A) is reasonable since a plan might other
wise require employee contributions of 25%
or some amount which only a few could afford;
and in such case only that few would benefit
by the employer’s contribution to meet what
the employee was paying. But Section 165 (a)
(3) (B) with its injection of the angle of oldage benefits under the Social Security Act,
opens up an entirely new angle. Many authori
ties are frankly at a loss to understand how
this section and its corresponding regulations
operate.
Mimeograph 5539, issued by the Bureau of
Internal Revenue on July 8, 1943, provides
schedules by which a plan may be correlated
and integrated with retirement benefits so that
no employee under the plan shall receive a sub
stantially larger total pension in proportion to
his compensation than any employee excluded
from the plan. These provisions are admittedly
almost beyond comprehension.
The Federal Social Security Tax applies to
only the first $3,000 income per annum, and
benefits are figured on only this part of the
income. Primary insurance benefits are figured
by taking (a) 40% of the first $50 average
monthly earnings over the entire period from
about age 22 to age 65, plus (b) 10% of the
balance of the average monthly earnings (lim
ited to $200 as only the first $3,000, or $250
a month, is considered), with 1% of the total
of (a) and (b) for each year in which earn
ings were as much as $200. In addition to pri
mary insurance benefits, payable to a covered
individual when he reaches age 65, there is an
additional 50% of the primary benefits added
if the recipient has a wife over age 65. Mimeo
graph 5539 therefore, in setting up the bene
fits which the employer might provide to sup
plement the Federal benefits for income over
$3,000 a year, figured the Federal pension at
150% of the primary benefits.
This puts an entirely different light on any
plan which serves only to supplement the Fed
eral benefits. According to the law, if the plan
meets the regulations it is not discriminatory;
but there are so many contingencies to Fed
eral benefits that it is difficult to see how a
plan can be actually correlated with it.
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First and foremost, what percentage of the
employees today will be paid Federal benefits
on the basis "now in force? The law has been
in effect since January 1, 1937, and there has
been one major change already in the compu
tation of benefits. There will certainly be other
changes if for no other resaon than to meet
changing economic conditions.
In the second place, since old-age benefits
are figured on average earnings, a long period
of unemployment for sickness or any other
reason, or retirement at an earlier age, reduces
the average and cuts down benefits correspond
ingly. Employer’s plans must, of course, pro
vide for a minimum period of service and such,
but it seems that there is a possibility that the
old-age benefits will fluctuate far more than
is provided for in Mim. 5539. And while the
percentage of benefits is higher on the lower
average earnings, at the same time an indi
vidual might be earning $200 a month now
but would average only $100 over the entire
lifetime.
Third, there is the relationship of employee
contributions. While it is recognized that there
is no actuarial connection between the Fed
eral old-age benefits and the tax that is col
lected presumably, though not specifically, to
pay for these benefits, still, however unsound
the basis and however much the subsidy from
general taxes, the fact remains that the em
ployer is paying only half the bill and the em
ployee is paying the other half. According to
Mim. 5539 the employer is allowed to provide
all the benefits for compensation not covered
by the Federal pension as long as he keeps these
benefits in line with 150% of the benefits for
less than $3,000; and if the employee is to con
tribute also, slightly higher benefits may be
provided.
Many businesses sincerely want a fair plan,
a plan that they can put squarely before all
of their employees and their stockholders. There
are many advantages to a qualified plan.
1. The fund that may be set up is exempt
from income tax on its investments;
2. The employee is not taxed on the em
ployer’s contribution;
3. Payments are not considered salaries to
employees under the rules of the Salary Stabili
zation Act; and
4. The employer’s contribution is an allow
able expense.
If the plan under which the employer’s con
tributions are made does not qualify under Sec
tion 165, the employer may deduct such con

tributions only if the employees’ rights are
non-forfeitable. When contributions are made
for benefits that are immediately and irrevoc
ably vested in the employee but the plan under
which the contributions are made does not
meet the requirements of the Regulations, then
the employee is liable for tax on this income
just as for any other remuneration for services.
If, however, contributions are made under a
plan that does not qualify and the benefits
are forfeitable by the employee, then the con
tribution can not be taxed to the employee and
therefore the employer loses his right to take
it as an expense.
For plans that do qualify, contributions al
lowable as expenses for the employer are fairly
liberal for provision is made to take care of
past service credits as well as current credits.
A corporation is allowed to build up past serv
ice credits for its employees and take a maxi
mum of 10% of the cost per year over a period
of years. The employer can use this to his ad
vantage now during the period of high taxes
as he can start building up past service credits
now and as his employees leave due to turn
over in subsequent years the amounts to their
credit will apply to reduce current cost to the
employer. Current contributions are limited to
percentages of total salary, but the limitation
here is not as stringent as in Canada. There
the limit is not only 5% of the total but it is
$300 for any one individual, so that a low

salaried employee can not absorb the income
from a high salaried employee.
In all discussions of Employee Pensions, re
gardless of the angle that is being spotlighted,
however, there is always the Commissioner and
his final approval to be met. No matter how
far in the background he may be pushed, he
is never out of the picture for the plan must
finally receive his OK. To date there have been
comparatively few plans that have been
through the Commissioner’s hands. Other em
ployers however have these plans that have
been approved for study and have standard
plans prepared by authorities that will prob
ably be approved. Finally they have the Field
Agents themselves with whom they may dis
cuss the various features which they wish to
include in their individual plan. In view of
this, it seems reasonable to say that if an em
ployer sincerely wants a pension plan for his
employees he can formulate such a plan that
will meet the approval of the Commissioner.
If he wants to get something for nothing out
of Sections 23 (p) and 165, he has plenty to
work with. As for his results, it will remain
for time to tell.
Robert Browning is accused of being obscure,
but he probably never uttered words that hold
more uncertainty now than that beautiful line,
"Grow old along with me, the best is yet to
be . . .”
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